STATE OF MAI NE Docket No. 98-207
PUBLI C UTI LI TI ES COWM SSI ON
April 24, 1998

PUBLI C UTI LI TI ES COVW SSI ON NOTI CE OF | NQUI RY
Inquiry Into Whet her Toll

Rat es Refl ect Reductions in

Intrastate Access Rates

WELCH, Chairnman; NUGENT and HUNT, Conm ssioners

I. SUMMARY

In this Inquiry, we will determ ne how to assess whet her
effective conpetition is present in the intrastate interexchange
(toll) market in Mine.

Pursuant to 35-A MR S. A 8§ 7101-B, by May 30, 1999,
intrastate access rates will be at or belowinterstate rates. |If
t he Comm ssion determ nes that effective conpetition does not
then exist, the |legislation authorizes us to require that al
intrastate interexchange carriers reduce their intrastate
| ong-di stance rates to reflect net reductions in intrastate
access rates; effective conpetition should reduce toll rates in
concert with the ordered reductions in access.

We seek comments on the approach that we should take in
exam ni ng whet her conpetition has effectively passed through the
benefits of the access rate reduction

In addition, we will begin to collect the data that we wl|
need to ensure that decreases in intrastate access rates are
passed through to end-use custonmers and to ensure that carriers
adhere to their publicly stated commtnents to reflect access
rate reductions in their toll rates. For exanple, MI Regiona
Director of Public Policy Robert Lopardo was quoted in a June 6,
1997, MCl press release as saying that “W (M) ook forward to
addi tional reductions by the PUC and passing those savings on to
consuners.”

11. BACKGROUND

In 1997, the Legislature enacted P.L. 1997, c. 259, which
becane effective on Septenber 19, 1997. This |egislation,
codified as 35-A MR S. A 8§ 7101-B, requires the Public Uilities
Commi ssion to: (1) set intrastate access rates at or bel ow
interstate levels by May 30, 1999, notw t hstandi ng any ot her
provi sions of law, (2) order interexchange carriers to |ower
intrastate toll rates to reflect reductions in access rates if
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the Conm ssion finds that effective conpetition does not exist in
the intrastate | ong-di stance market; and (3) issue a report on
access rates to the Joint Standing Conmrittee on Uilities and
Energy by January 1, 1998. (The Conm ssion issued this report on
Decenber 29, 1997.)

We have begun to inplenment 35-A MR S.A 8§ 7101-B in three
ways. First, we reduced originating access rates by
approxi mately 20 percent effective July 1, 1997. Second, we
conpl eted revisions to Chapter 280 of our Rules, which set forth
the process for achieving parity with interstate rates by May 30,
1999. Finally, we approved, in a reopened Docket No. 94-123, a
Stipulation filed by a group of stakehol ders, which allows
increases in basic rates totaling $3.50 by May 30, 1999, and
requires that Bell Atlantic reduce its intrastate access rates hy
40% of the anmount needed to achieve parity by May 30, 1998, and
to no nore than the level of interstate access rates by May 30,
1999. Public Uilities Commi ssion, Investigation Into Reqgulatory

Al ternatives for the New Engl and Tel ephone and Tel egr aph Conpany
d/ b/a NYNEX, Docket No. 94-123 (reopened), Order at 14 (Mar. 17,
1998) .

We now seek to conmply with Section (3) of the access parity
| aw by designing the structure through which we will ensure that
the intent of the lawis net and gathering the data necessary to
i npl ement that structure.

I11. METHODOLOGY USED TO DETERMINE WHETHER EFFECTIVE COMPETITION
IS PRESENT IN MAINE.

The Conmi ssi on seeks comment on which of the follow ng
met hodol ogi es we shoul d use to exam ne whether effective
conpetition exists in the intrastate toll market. In addition
we seek comment on whet her anot her nethodol ogy or a nodification
to one of those |isted bel ow may be nore effective.

1. The Conmi ssion could use the relationship between
inter and intrastate toll rates as a proxy for
effective conpetition. Thus, if intrastate tol
rates in Maine reach the | evels available for
interstate calls (measured both by average revenue
per mnute and specific rates in a few key narket
segnents, such as undi scounted toll for residential
customers), it would be reasonable to concl ude that
there is sufficiently effective conpetition in
Maine’'s intrastate toll nmarket to neet the
requi renents of the access parity |aw.
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2. The Commi ssion could exam ne present access rates
and a sanpling of toll rates in Miine and track
these rates to ensure that the specific decreases in
access were matched by decreases in toll. Assum ng
t he pass through of access rate reductions is a
necessary el enent of effective conpetition, if the
access reductions are not passed through, that woul d
be sufficient evidence to conclude that effective
conpetition does not exist in Maine' s intrastate
toll market.

3. The Comm ssion could begin a broad-based proceedi ng
to explore the structure of the intrastate
i nt erexchange nmarket in Miine and the behavi or of
conpetitors in that nmarket. Wile there are
criteria and standards that can be applied (e.qg.,
the Herfindahl-H rschman | ndex, etc.), determning
whet her conpetition is effective in Maine’'s
intrastate toll market may require a conprehensive,
protracted and potentially contentious eval uation of
the structure of the market and the behavi or of
firms in that market.

1v. INITIAL DATA REQUEST

Al'l interexchange carriers with nore than 5,000 residenti al
subscri bers in Maine or 1,000 business subscribers nust provide
the following informati on separately for residential and busi ness
customers as of July 31 of the years 1996, 1997 as well as 1998
and 1999 when this data becones available. W seek this data
both for intrastate and interstate traffic where applicable, and
invite requests for confidentiality.

1. The carrier's highest per-mnute rate, the total nunber
and the percentage of the carrier's custoners subscribing to that
rate, and a description of any required charges other than the
per-m nute rate.

2. The carrier's lowest per-mnute rate, the total number
and the percentage of the carrier's custoners subscribing to that
rate, and a description of any required charges other than the
per-mnute rate.

3. The carrier's per-mnute rate subscribed to by the
great est nunber of custonmers, the total nunber and the percentage
of the carrier's custoners subscribing to that rate, and a
description of any required charges other than the per-mnute
rate.
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4. The carrier's total intrastate toll revenue in Mine
and the wei ghted average toll revenue per-mnute for the 12-nonth
period ending as of the report date.

In addition, we seek conment on whether these are the types
of data we should seek on a going forward basis and whet her there
are additional data sets that would hel p us determ ne whet her
effective conpetition exists.

1V. CONCLUSION

Witten responses to the data questions relating to 1996 and
1997 shall be filed with the Adm nistrative Director no | ater
than May 29, 1998. Witten responses to the data questions
relating to the years 1998 and 1999 shall be filed no later than
Septenber 1 of each of those years, respectively.

Al'l other comments relating to this inquiry shall be filed
with the Administrative Director no |later than May 29, 1998.

Copies of this inquiry shall be distributed to all
certificated carriers in Maine as well as the service |list of
Docket No. 97-3109.

Dat ed at Augusta, Maine this 24th day of April, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm ni strative D rector

COW SSI ONERS VOTI NG FOR: Wl ch
Nugent
Hunt
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NOTI CE OF RI GHTS TO REVI EW OR APPEAL

5 MR S A 8 9061 requires the Public UWilities Conm ssion
to give each party to an adjudicatory proceeding witten notice
of the party's rights to review or appeal of its decision nade at
t he conclusion of the adjudicatory proceeding. The nethods of
adj udi catory proceedings are as foll ows:

1. Reconsi derati on of the Commi ssion's Order nmay be
request ed under Section 6(N) of the Conm ssion's Rul es of
Practice and Procedure (65-407 C MR 11) within 20 days of
the date of the Order by filing a petition with the

Commi ssi on stating the grounds upon which consideration is
sought .

2. Appeal of a final decision of the Comm ssion nay be
taken to the Law Court by filing, within 30 days of the date
of the Order, a Notice of Appeal with the Adm nistrative
Director of the Comm ssion, pursuant to 35-A MR S. A § 1320
(1)-(4) and the Maine Rules of Cvil Procedure, Rule 73 et
seq.

3. Additional court review of constitutional issues or

i ssues involving the justness or reasonabl eness of rates may
be had by the filing of an appeal with the Law Court,
pursuant to 35-A MR S. A 8§ 1320 (5).

Not e: The attachnment of this Notice to a docunent does not
i ndicate the Comm ssion's view that the particul ar docunent
may be subject to review or appeal. Simlarly, the failure
of the Comm ssion to attach a copy of this Notice to a
docunment does not indicate the Comm ssion's view that the
document is not subject to review or appeal.



